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DIRECT TESTIMONY
OF

KEVIN L. REDHAGE
Please state your name, address, and occupation.
My name is Kevin L. Redhage, and | resde in Chesterfidd, Missouri. | am a Finance
Professond in the Financid Planning and Investments Department a& Ameren Services
Company.
How long have you held this position?
| have held this position since February 1992.
What areyour principal duties?
My principa duties include the following: monitoring investment activity and coordination of
trust and regulatory issues concerning the Company's Nuclear Decommissioning Trust Fund;
reviewing capita expenditure justifications to assure that they are conducted in accordance with
Company policies, and developing economic modds for the performance of financid andyses.
| dso perform other projects as assgned, rdative to the area of financia planning, on a case-
by-case basis.
Please describe your educational background.
| graduated with a Bachelor of Science degree in Civil Enginesring from the University of
Missouri - Rallain 1979. In 1991, | recaeived a Masters degree in Business Administration

(MBA) from Webgter University in St Louis, Missouri, with an emphagsin Finance,
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What isyour work experience at Union Electric Company?

| was employed by Union Electric Company in May 1981 as an Assgant Engineer in the
Nuclear Congruction Department at the Company's Cdlaway Plant. While serving in this
department, | was promoted from Assstant Engineer to Engineer. In these posgitions, |
performed various construction management activities, both technica and adminidrative in
nature.

In April 1986, following the completion of Callaway congruction, | transferred to the
newly formed Qudlity Services Department, located in the Company’s St. Louis heedquarters.

My principd respongbility in this pogtion was the review of Company suppliers quality
assurance (“QA”) programs, and the on-dte verification of the implementation of the QA
programs at the suppliers fadilities. Inthispostion, | aso wasinvolved in the development of
interna Company QA programs.

After | ataned my MBA in Finance, | was assgned to the Financid Planning and
Investments Department as a Financid Specidis. This title was later modified to “Finance
Professond”. Thisisthe position | currently hold with the principal duties as described earlier.
Areyou familiar with the subject matter of this proceeding?

Yes. The Company is requesting the following goprovads from and providing the following

natification to the 11linois Commerce Commisson (“1CC”):

1) Request for goprovd of the “Third Amended and Restated Tax Qudified Decommissoning
Trus” agreement;

2) Reguest for gpprova of the “Third Amended and Restated Non-Tax Qualified

Decommissioning Trust” agreemernt;
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3) Reqguest for goprovd of changesto the “ Investment Guiddines for the Cdlaway Plant Tax
Qudified and Non-Tax Qudified Nuclear Decommissoning Trust Funds — Effective
January 1, 2001”; and,

4) Natification of achangein the trust fund's equity investment manager as aresult of recent
mergersin the banking industry.

Areyou sponsoring any schedules?

Yes. | an sponsoring Schedule Numbers 1 through 10.

REQUEST FOR APPROVAL OF THE

“THIRD AMENDED AND RESTATED TAX QUALIFIED
DECOMMISSIONING TRUST” AGREEMENT

What document currently governsthe tax qualified decommissioning trust?

The “ Second Amended and Restated Tax Qudified Decommissioning Trust” agreement, as
amended, is presently in effect. A copy of this document, with its associated amendments,
isincluded in Schedule 1.

Has the Company previoudy sought | CC approval of a“Third Amended and
Restated Tax Qualified Decommissioning Trust” agreement?

Yes. On October 13, 2000, the Company filed an application with the ICC (please refer to
Docket No. 00-0664) seeking, among other things, approval to replace Bankers Trust
Company with The Bank of New York (“BNY”) as trustee of its tax qudified and non-tax
qudified trugt funds (the “trust funds’), gpprova of a “Third Amended and Restated Tax
Qudified Decommissioning Trust” agreement (which made certain revisions to the “ Second

Amended and Restated Tax Quaified Decommissioning Trust” agreement and incorporated
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its amendments), approva of a “Second Amended and Restated Non-Tax Qudified
Decommissoning Trust” agreement and gpprova of changesto the * Investment Guiddinesfor
the Cdlaway Plant Tax Qudified and Non-Tax Quaified Nuclear Decommissoning Trust
Funds— Effective January 1, 1998". The Company concurrently filed a smilar application with
the Missouri Public Service Commission (“MPSC”) requesting gpprovd of the foregoing items
required under their jurisdiction (please refer to MPSC Case No. EO-2001-245).
What was the outcome of these requests?
On December 6, 2000, the ICC issued its “Order” gpproving the changes requested by the
Company with no exceptions. But, on December 14, 2000, the MPSC issued its “Order”
which patidly approved the changes requested by the Company. Specificdly, the MPSC
Order gpproved the Company’ s request for the changes in trustee and investment manager, and
gpproved the proposed “Third Amended and Restated Tax Qudified Decommissioning Trugt”
agreement and its associated fee schedule (with certain exceptions) and the proposed
“Investment Guiddinesfor the Cdlaway Plant Tax Qudified and Non-Tax Qudified Nuclear
Decommissoning Trust Funds — Effective January 1, 2001” (with one exception). In addition,
the MPSC Order indicated that the foregoing exceptions would be “taken under advisement”
until the resolution of the Company’s Illinois property transfer case (MPSC Case No. EM-
2001-233) was resolved. No MPSC action was required regarding the proposed changesto
the non-tax qudified trust agreement asit was established solely to comply with Illinois law.
For the Company and BNY to execute the “Third Amended and Restated Tax
Qudified Decommissoning Trust” agreement, goprova by both the MPSC and by the ICC

wasrequired. Since the ICC approved the document as-filed but the MPSC gpproved it with
4
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exceptions, the Company and BNY were unable to execute the document. Asthe ICC Order
made its approva contingent on similar gpprova by the MPSC, the denid of unconditiona
approva by the MPSC made the proposed “Third Amended and Restated Tax Qudlified
Decommissoning Trugt” agreement invaid.

In order to proceed with the change in trustee, BNY agreed to be gppointed as
“successor trustee” under the existing “Second Amended and Restated Tax Qudified
Decommissioning Trust” agreement provided the Company agreed to pursue changes to the
agreement that were addressed inits earlier filing. As both the ICC and MPSC had gpproved
the change in trustee and the trustee’ s fee schedule, and as the existing “ Second Amended and
Regtated Tax Qudified Decommissoning Trust” agreement had been previoudy gpproved by
both Commissions (MPSC Case No. EO-93-308 and ICC Docket No. 93-0300), the
gopointment of BNY as successor trustee under the terms of that trust agreement was possible.

Since the investment guiddines are written in a manner O as to be segregated on a
jurisdictiona basis and the ICC gpproved the revisons gpplicable to the Illinois jurisdiction;
and, as the exception contained in the MPSC Order only applied to the Missouri jurisdiction,
the Company was able to implement the “Investment Guidelines for the Cdlaway Plant Tax
Quadlified and Non-Tax Qudified Nuclear Decommissioning Trust Funds — Effective January
1, 2001" with the one area noted as an “exception” by the MPSC Order removed for the
Missouri jurisdictiona section.

The appointment of BNY as successor trustee and fixed income investment manager
was made and subsequently accepted, effective as of January 1, 2001. Asa condition of the

gopointment, the Company committed to BNY  that it would pursue aresolution to the sections
5
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of the proposed “Third Amended and Restated Tax Qudified Decommissoning Trust”

agreement that were rgected by the MPSC such that this document could be implemented.

Have any other events occurred since the issuance of the ICC and MPSC “Orders’
in Docket No. 00-0664 and Case No. EO-2001-245, respectively, that necessitate
changes to the “Second Amended and Restated Tax Qualified Decommissioning
Trust” agreement?
Yes. On Augus 10, 1999, the U. S. Nudlear Regulatory Commission (“NRC”) directed the
NRC gt to initiate a rulemaking to require that decommissoning trust agreementsbein aform
acceptable to the NRC in order to increase assurance that an adequate amount of
decommissioning funds would be available for ther intended purpose. Asaresult of this effort,
the NRC published a proposed rule for Decommissoning Trust Provisons in the Federd
Register on May 30, 2001 (66 FR 29244). Following the receipt and incorporation of
comments, the find rule for Decommissioning Trust Provisons was published in the Federd
Register on December 24, 2002 (67 FR 78332). Thefind rule modified the Code of Federa
Regulations (*CFR”) by revisng paragraphs 10 CFR 50.75(e)(1)(i) and (ii) and adding a new
paragraph, 10 CFR 50.75(h). For licenseesthat are “dectric utilities’ (such asthe Company),
asdefined by 10 CFR 50.2, the CFR revison bascdly requires the trust agreement to contain
provisons for notification to the NRC prior to disbursements being made from the
decommissioning trust fund.

A copy of the Federd Register section (67 FR 78332) containing the fina rule for

Decommissioning Trust Provisons and the CFR revisonsisincluded as Schedule 2.
6
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Hasthe Company’s“Illinois Property Transfer Case” (Case No. EM-2001-233) been
resolved, such that the “exceptions’ to the approval of the trust agreement and
investment guidelines stated in Case No. EO-2001-245 can now be addressed and
reconciled?

Yes. The MPSC granted the Company’ s request to withdraw its gpplication and closed Case
No. EM-2001-233 as of May 14, 2001. It isno longer an open issue.

What action has the Company taken to resolve the MPSC’s concerns with the
originally proposed “ Third Amended and Restated Tax Qualified Decommissioning
Trugt” agreement?

The Company met with the MPSC Staff and the Office of the Public Counsd (*OPC”) and
discussed the basis and reasoning behind the changes that had been proposed to the “ Second
Amended and Restated Tax Qudified Decommissoning Trust” agreement. Based on these
discussons, revised wording was devel oped to address the areas which had caused concerns.
Has the Company prepared a new “Third Amended and Restated Tax Qualified
Decommissioning Trust” agreement incor por ating the revised language that resulted
from the foregoing discussions with the M PSC and OPC Staff and asa result of the
above “final rule” for Decommissioning Trust Provisions?

Yes. A copy of the currently proposed “Third Amended and Restated Tax Qudified
Decommissioning Trust” agreement is contained in Schedule 3.

Has an annotated copy of the proposed “ Third Amended and Restated Tax Qualified

Decommissioning Trust” agreement, showing the wording that has been deleted and
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added reativeto the “ Second Amended and Restated Tax Qualified Decommissioning
Trust” agreement, been prepared?

Yes. Schedule 4 contains such a “comparative’ document. “Strike-outs’ illustrate text
contained in the “Second Amended and Restated Tax Qudified Decommissoning Trust”
agreement that isbeing diminated in the proposed “ Third Amended and Restated Tax Qudified
Decommissioning Trust” agreement. Shaded aress illudtrate text that is not in the “Second
Amended and Restated Tax Qudlified Decommissoning Trust” agreement being added to the

proposed “ Third Amended and Restated Tax Qudified Decommissoning Trust” agreement.

Please discuss the exceptions and concer ns noted by the MPSC in its Order in Case
No. EO-2001-245, and describe how they have been resolved in the modified “ Third
Amended and Restated Tax Qualified Decommissioning Trust” agreement contained
in Schedule 3.
Thefirg exception involved arevison that was made to Artide I1, Section 2.01 of the “ Second
Amended and Restated Tax Qualified Decommissoning Trust” agreement. In preparing the
proposed “Third Amended and Restated Tax Qudified Decommissoning Trust” agreement
presented in Case No. EO-2001-245, this section was revised as follows (underlined words
were added):
“Sdection of the investment media for the investment and reinvestment of the
principad and income of the Trust Fund shal be in the sole discretion of the
Trustee, except for any portion of the Trust Fund that may be subject to the
indructions of the Company or of an additiond investment advisor; provided,
however, that invesments shall be so diversfied asto minimize therisk of large

losses unless under the circumstancesit is clearly prudent not to do so; and
further provided that on the written request of the Company to retain cash, the

8
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Trugee shdl retain so much cash as shdl be spedified in such request and shdl

be under no obligation to invest the same as herein provided, and dso that the

Trugtee in its discretion may retain cash temporarily awaiting investment.”

The OPC had concerns with the proposed change as they felt the Company may be
atempting to interject itsdf into the management of the fund' s investments on aroutine, day-to-
day bass. While one could congtrue this from the added trust agreement language, this was
never the Company’ s intent. The Company added thiswording at the request of the proposed
trustee (BNY). Theintent of the trust agreement isfor BNY to act as custodian of the fund's
assets, not as an investment manager. However, the trust agreement must contain some
congderaion as to the responghility for investment management in the event that an acting
investment manager would suddenly resign or otherwise become non-viable.  Without the
addition included in the proposed revison, this respongbility would fal solely on the trustee.

BNY dedres to take investment direction from the Company up until the time that a new
investment manager has been put into place, evidenced by an executed invesment management
agreement. The Company has no intent of directing the specific, day-to-day investing of the
fund' s assets; but, it should have the ability to take interim action in the event that an acting
investment manager becomes unable or unwilling to perform its duties.

In addition, the Company feds very strongly that it iswithin its fiduciary responghbility
to establish and implement generd, overdl invesment policies and practices which investment
managers (seected by the Company and approved by the MPSC) will carry out in their
managing of the fund' sassats. In fact, the Company bdievesthat it would be imprudent for it

not to provide this broad, generd oversght and administrative management of the trust fund.
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In order to dleviate the concerns of the MPSC and OPC Staff and to define the
parameters of the Company’ s respongihility for deveoping and implementing overdl investment
management policies and practices, severd changes and additionswere madeto Articlell. The
“Third Amended and Restated Tax Qualified Decommissoning Trust” agreement presented in
Schedule 3 includes the changes made to Article Il addressing these issues. Schedule 4
contains a comparaive verson of the “Third Amended and Restated Tax Qudified
Decommissoning Trust” agreement relative to the “Second Amended and Restated Tax
Qudified Decommissoning Trust” agreement, currently in effect, with additions identified by
shading and deletionsidentified by strike-out lines.

The second exception involved the dimination of a sentencein Article |, Section 1.01
of the“ Second Amended and Restated Tax Qudified Decommissoning Trust” agreement. The
sentence being diminated read as follows.

“The anticipated decommissioning costs and expenses shdl include dl

reasonable costs and expenses incurred in connection with the entombment,

decontamination, dismantlement, remova and disposd of the Structures,
systemns and components of the Calaway Plant at the time of decommissioning,
including al expenses to be incurred in connection with the preparation for
decommissioning, such as engineering and other planning expenses, and to be
incurred after the actual decommissioning occurs, such as physicd security and
radiation monitoring expenses, less proceeds of insurance, sdvage or resde of

machinery, construction equipment or gpparatus the cogt of which was charged
as a decommissioning expense.”

The Company proposed diminating this sentence Smply as an effort to “sreamling’ the
wording of the trust agreement. The foregoing sentence defines decommissioning costs and
expenses, and replicates the definition contained in Missouri satutes. Since the proposed trust

agreement contains a section requiring it to adhere to dl gpplicable sate laws, the Company

10
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fdt that this sentence was redundant and could be removed without affecting the intent of the
document.

OPC expressed concern with the removd of this sentence. Given tha the Company’s
only intent was to remove redundancies and to streamline the document, the smplest solution
was to reinsert the previoudy deeted sentence in the currently proposed version of the “Third
Amended and Restated Tax Qualified Decommissioning Trust” agreement.

The final area of concern was a change made to Article 11, Section 3.05 of the
“Second Amended and Restated Tax Qudified Decommissioning Trust” agreement, asfollows
(added wording is underlined, deleted wording is stricken out):

“3.05 Inthe event the Company sdlls or otherwise digposes of its ownership

interest, ora'lypa’tthereof mtheCdIaNay Hant, thefundsof theTrust shdl
be digtributed te == == 5 deetic z 5

from the Compmy del ivered to the Trustee”

The Company desired this change to avoid being forced by the terms of the trust
agreement to digtribute the funds in the trust should the Company ever “dispose of itsinterest”
in the Calaway plant by transferring it to an operating subsidiary. In such an event, it would
most likely be desirable for the trust fund to remain in place and continue to be funded, in a
manner determined at the time of the transfer. Since the terms of the trust agreement require
the Company to abide by any Orders issued by any applicable regulatory bodies, and since
such regulatory bodies would dmost certainly stipulate the handling of the decommissioning

trugt fund in the event of such atrander, it seemed reasonable to the Company to remove the
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gpecific wording from the trust agreement and replace it with the more generd language that
could gpply to any circumstances that may be encountered upon disposition of the plant.
OPC expressed concern with this change, and again fdt that it could be problematic
given the restructuring taking place in the utility indusiry. After meeting with the MPSC Staff
and the OPC, a modification was made which was acceptable to al of the involved parties.
The “Third Amended and Restated Tax Qualified Decommissoning Trust” agreement
presented in Schedule 3 includes the changes made to paragraph 3.05. Again, the comparative
verson of the“Third Amended and Restated Tax Qudified Decommissioning Trust” agreement
relative to the “Second Amended and Redtated Tax Qualified Decommissioning Trugt”
agreement, presented in Schedule 4, illustrates the revisions with additions identified by shading
and deletionsidentified by strike-out lines.
What sections of the “ Second Amended and Restated Tax Qualified Decommissioning
Trust” agreement were revised as a result of the NRC’'s final rule for
Decommissioning Trust Provisions?
Paragraphs 3.02 and 3.03 in the “Third Amended and Restated Tax Qudified
Decommissoning Trust” agreement, presented in Schedule 3, contain the provisions necessary
to comply with the NRC find rule for Decommissoning Trust Provisons. Again, Schedule 4
contains a comparaive verson of the “Third Amended and Restated Tax Qudified
Decommissoning Trust” agreement relative to the “Second Amended and Restated Tax
Qudified Decommissoning Trust” agreement, currently in effect, with additions identified by

shading and deletions identified by strike-out lines.
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Are there any other parts of the “Third Amended and Restated Tax Qualified
Decommissioning Trust” agreement presented in Schedule 3 that are different than
the “Second Amended and Restated Tax Qualified Decommissioning Trust”

agreement currently in effect?

Yes. These other changes were dso presented as part of the proposed “ Third Amended and
Regtated Tax Qudified Decommissioning Trugt” agreement presented in MPSC Case No. EO-
2001-245 and ICC Docket No. 00-0664. To the best of the Company’s knowledge, no
exception was taken to these other changes by the ICC, the MPSC, nor the OPC; nor were
they disputed in the ICC nor inthe MPSC Ordersin that case. The other changesfdl generdly
into two categories. those changes to “clean-up” redundant, outdated or vague language in the
agreement or those changes of a*“legd” nature requested by BNY in order to enter into the
agreement.

Areany trustee fee changes associated with the trust agreement changes requested
by thisfiling?

No. The*Schedule of Trustee Fees’ included as Attachment 1 to the “Third Amended and
Redtated Tax Qudified Decommissioning Trust” agreement that were gpproved by the ICC in
Docket No. 00-0664 will remain in effect until at least January 1, 2004.

Are any other regulatory commission approvals required for this trust agreement

revison?

Y es. The Company must dso obtain the gpprova of the Missouri Public Service Commission.

For that reason, it is requested that the ICC make its gpprova of the proposed “Third

13
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Amended and Restated Tax Qualified Decommissioning Trust” agreement contingent upon the
Company obtaining corresponding approva from the MPSC.
REQUEST FOR APPROVAL OF THE

‘THIRD AMENDED AND RESTATED NON-TAX QUALIFIED
DECOMMISSIONING TRUST” AGREEMENT

What document currently gover nsthe non-tax qualified decommissioning trust?
The* Second Amended and Restated Non-Tax Qudified Decommissioning Trust” agreement
is presently in effect. A copy of this document isincluded in Schedule 5.

Has a revison to the “Second Amended and Restated Non-Tax Qualified
Decommissioning Trust” agreement been prepared?

Yes. A copy of the proposed “Third Amended and Restated Non-Tax Qudified
Decommissioning Trust” agreement isincluded in Schedule 6.

What changes are incor por ated in this document?

The same changes that were made to the qualified decommissioning trust agreement as aresult
of the NRC's find rule for Decommissoning Trust Provisons, discussed earlier in this
testimony, are o required for the non-tax quaified decommissoning trust agreement. In
order to be consstent, the same changes being proposed for Articles Il and 111 of the tax-

quaified trust agreement are likewise being proposed for the non-tax quaified trust agreement.

In addition, Section 2.07 of the trust agreement was revised to make the Company
respongble for filing any required federa, state or loca income tax returns, rather than the

trustee. Thisis appropriate as any income form the non-tax qudified trust would be included

14
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as part of the Company’ s consolidated tax return, rather than atax return filed as a separate
entity, asin the case of the tax-qualified trust.

Please provide an annotated copy of the proposed “ Third Amended and Restated Non-
Tax Qualified Decommissoning Trust” agreement showing the wor ding that has been
ddeted and added rdativeto the“ Second Amended and Restated Non-Tax Qualified
Decommissioning Trust” agreement.

Schedule 7 contains such a“comparative’ document. “Strike-outs’ illustrate text contained in
the “ Second Amended and Restated Non-Tax Qudified Decommissoning Trust” agreement
that is being diminated in the proposed “Third Amended and Restated Non-Tax Qualified
Decommissioning Trust” agreement. Shaded aress illudtrate text that is not in the “Second
Amended and Restated Non-Tax Qualified Decommissioning Trust” agreement being added
to the proposed “Third Amended and Restated Non-Tax Qualified Decommissoning Trust”
agreemen.

Are any trustee fee changes associated with the non-tax qualified trust agreement
changesrequested by thisfiling?

No. The“Schedule of Trustee Fees’ included as Attachment 1 to the “ Second Amended and
Regtated Non-Tax Quaified Decommissioning Trust” agreement that were gpproved by the
ICC in Docket No. 00-0664 will remain in effect until at least January 1, 2004.

Areany other regulatory commission approvalsrequired for thischangein trustees?
No. The non-tax qudified decommissioning trust was established and is maintained solely

to comply with lllinois law.

15



343

345
346
347
348

349

350

351

352

353

354

355

356

357

358

359

360

361

362
363

364

365

366

367

368

369

REQUEST FOR APPROVAL OF CHANGESTO THE
“INVESTMENT GUIDELINESFOR THE CALLAWAY PLANT
TAX QUALIFIED AND NON-TAX QUALIFIED NUCLEAR
DECOMMISSIONING TRUST FUNDS—EFFECTIVE JANUARY 1, 2001”

What investment guidelines are currently applicable to the trust fund’s assets?

The “Invesment Guidelines for the Cdlawvay Plant Tax Qudified and Non-Tax Qudified

Nuclear Decommissioning Trust Funds — Effective January 1, 2001 are currently in effect. A

copy of these guiddines are contained in Schedule 8.

Please describe the manner in which the foregoing verson of the invessment guiddines

was approved and implemented.

The “Invesment Guidelines for the Cdlawvay Plant Tax Qudified and Non-Tax Qudified

Nuclear Decommissoning Trust Funds — Effective January 1, 1998 had been in effect prior

to the Company’s filing a proposed revison in MPSC Case No. EO-2001-245 and ICC

Docket No. 00-0664. In addition to generd clarification and minor wording changes, the

proposed revision included the addition of the following paragraph to Article V, Section B:
“UE shdl monitor the actud equity dlocation value, and shdl direct the

investment manager(s) regarding the gppropriate actions to take to adjust the
juridictional sub-account to maintain the targeted equity dlocation, when

necessary.”
The MPSC, in their Order in Case No. EO-2001- 245, gpproved the proposed investment

guidelines with one exception, that being the disallowance of the foregoing added paragraph.

As with the exceptions that were taken to the trust agreement revisions, the MPSC Order
indicated that the foregoing exception would be “taken under advisement” until the resolution
of the Company’s lllinois property transfer case (Case No. EM-2001-233) was resolved.

Consequently, the Company incorporated al of the changes that had been approved by the
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MPSC and ICC (but without the addition of the proposed paragraph to Article V, Section B)
and proceeded to implement the revised verson as the “ Investment Guiddines for the Cdlaway
Fant Tax Qudified and Non-Tax Qudified Nudear Decommissioning Trust Funds — Effective
January 1, 2001".

Why did the MPSC take exception to this proposed paragraph addition to the
investment guidelines?

This action was gpparently in response to OPC concerns that the added paragraph would grant
the Company the ability to “inject itself improperly in the management of the trust”.

Does the Company agree with thisposition?

No. Asdiscussed earlier regarding the proposed trust agreement revisons, the Company does
not intend, nor does it consder it appropriate, to be involved in the specific, day-to-day
investment management of the trust fund's asssts. However, the Company feds very strongly
that it iswithin its fiduciary regpongibility to establish and implement generd, overdl investment
policies and practices which investment managers (selected by the Company and approved by
the MPSC) will carry out in their managing of the fund's assets.  In fact, the Company
congders that it would be imprudent for it not to provide this broad, generd oversght and
adminigtrative management of the trust fund.

What isthe Company proposing to reconcile this issue?

The Company met with the MPSC and OPC Staff, and came to an agreement that the primary
concern the OPC had with the addition of the previoudy proposed paragraph was the fear that
the Company could begin directing the trustee to purchase specific securities; thus incurring

excessve risk. The Company never had any intention of doing this, so it was agreed that
17
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language would be added to the generic “ Investment Management Responsibility” section of
the investment guidelines to more specificaly ddineate the Company’ s role in the investment
management process. Specificdly, the Company is proposing to revise Article IV of the
“Investment Guiddinesfor the Cdlaway Plant Tax Qudified and Non-Tax Qudified Nuclear
Decommissoning Trust Funds— Effective January 1, 2001” to read as follows (added wording

is underlined, deleted wording is stricken out):

“Day-to-day management of the trust funds shdl be the regponshility of

invesment managers sdected by UE. Neither UE nor its subsidiaries, afiliates
Or asociates may sarve as investment manager or otherwise engage in day-to-
day management of the fund or mandate individud investment decisons. The
invesment managers shdl be respongble for the sdection of specific securities
to invest in. UE shdl not direct any invesment manager to invest in any
specific, individud securities, however, UE does retain the right to ingtruct
investment managers to not _invest in _certain securities, as it deems

appropriate.”

“UE shdl be respongble for esablishing and implementing generd, overdl
investment policies and practices; including, but not necessarily limited to:

1) The sdection of trustees, investment managers, advisors, consultants,
ec.:

2) The selection of dlowable asset categories,

3) The specification of asset alocations between asset categories,

4 The specification of asset dlocations between invesment managers;

5) Directing contributions to sdected asset categories / investment
managers and directing redlocations between asset categories / investment

managers.”
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“The overdl invesment palicies established by UE shdl be st forth in these
written investment quiddines. These investment guiddines shdl be reviewed
and approved, as reguired, by al applicable federd and state regulatory
authorities in accordance with dl federd and gtate laws and with dl orders
issued by such applicable federa or state regulatory authorities.”

“All indructions from UE to any other parties necessary to implement the
overdl investment policies and practices established by these investment
guiddines shdl likewise be in accordance with said guiddines and with al
federd and sate laws and with al ordersissued by applicable federd or sate
regulatory authorities.”

Areany other changes being proposed specifically to the lllinoisjurisdictional sections
of theinvestment guidelines?
Yes. The Company is proposing the following minor change to Article V, Section C, as
follows (added wording is underlined, deleted wording is stricken out):

“UE shdl monitor the actud equity dlocation value, and shdl direct the

investment manager(s) regarding the gppropriate actions to take to adjust the
jurisdictiona sub-account to fal withinsaakataia the targeted equity alocation,

when necessary.”

Why isthis minor change being proposed?

There may be times when it would be prudent to hold less than the targeted equity alocation
ratio, such as the time period gpproaching license expiration and decommissoning. The
wording of the above paragraph, prior to the proposed change, seems to imply that the
Company would maintain the fund &t its “targeted” equity alocation indefinitely.

Please provide a copy of the proposed “Investment Guiddinesfor the Callaway Plant
Tax Qualified and Non-Tax Qualified Nuclear Decommissioning Trust Funds —

Effective
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A complete copy of the propoased “Investment Guideines for the Cdlaway Plant Tax Qudified

and Non-Tax Qualified Nuclear Decommissoning Trust Funds — Effective

" isincluded as Schedule 9.
Please provide an annotated copy of the proposed “Investment Guidelines for the
Callaway Plant Tax Qualified and Non-Tax Qualified Nuclear Decommissoning Trust

Funds — Effective " showing the wording that has been deleted and

added relativeto the* Investment Guiddinesfor the Callaway Plant Tax Qualified and
Non-Tax Qualified Nuclear Decommissioning Trust Funds — Effective January 1,
2001”.

Schedule 10 contains such a“comparative’” document. “Strike-outs’ illudtrate text contained
in the current “Investment Guidelines for the Cdlaway Plant Tax Qudified and Non-Tax
Qudified Nuclear Decommissioning Trust Funds — Effective January 1, 2001" that are being
eliminated in the proposed “Investment Guiddines for the Cdlaway Plant Tax Qudified and
Non-Tax Qudified Nuclear Decommissioning Trust Funds — Effective
Shaded aressilludrate text that is not in the current investment guidelines but is added to the
proposed version.

Are any other regulatory commission approvals required for this revison to the
investment guidelines?

Yes. The Company must o obtain the goprovd of the MPSC.  Although the Company has
attempted to segregate the criteria contained in the investment guiddines by jurisdiction, the
changein Artide IV proposed in thisfiling is generic to dl of the jurisdictions. For that reason,

it isrequested that the ICC makeits gpprova of the proposed “Investment Guiddines for the
20
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Cdlaway Plant Tax Qudified and Non-Tax Qudified Nuclear Decommissioning Trust Funds
— Effective " contingent upon the Company obtaining corresponding gpprova
from the MPSC.

NOTIFICATION OF CHANGESIN THE NAME OF THE TRUST

FUND'SEQUITY INVESTMENT MANAGER
ASA RESULT OF RECENT MERGERSIN THE BANKING INDUSTRY

Please describe the change in the equity investment manager’s name that has
occurred.

Missssppi Valey Advisors (“MVA™), the origind equity investment manager for the trugt fund,
was added on July 10, 1992 as an additiona investment manager for the trust fund. MVA was
asubsdiary of Mercantile Bank, which was subsequently acquired by Firgar. On February 29,
2000, MVA was merged into the Firdar investment management subsidiary with “Firstar
Investment Research & Management Company, LLC” (“FIRMCQO”) as the surviving entity.
The investment management agreement and fee Sructure in place with MV A remained in place
under FIRMCO. Essentidly, the change was in name only. The ICC was notified of this
changein my direct testimony submitted in connection with Docket No. 00-0664.

In February, 2001, Firstar Corporation merged with U.S. Bancorp, a bank holding
company. Consequently, FIRMCO became a wholly owned subsidiary of U.S. Bancorp.
U.S. Bancorp dso owns “U.S. Bank National Association”, which owned “First American
Asst Management, Inc.” (“FAAM”). On May 1, 2001, FIRMCO and FAAM were
consolidated into a newly created organization, “U.S. Bancorp Piper Jaffray Asst

Management, Inc.” (“USBPJAM”), which isawholly-owned subsidiary of U.S. Bank Nationd
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Asociation. The “Piper Jaffray” portion of the name was dropped in December, 2001, and
the title “U.S. Bancorp Asset Management, Inc.” (“USB”) was adopted. The investment
management agreement and fee sructure origindly in place with MV A continuesto remain in
place under the surviving company, USB.

Isany ICC action required asaresult of these changes?

No. The Company is smply keeping the ICC informed of changesin the name of the fund's
equity investment manager. The ICC Order in Docket No. 88-0301 requires the Company
to inform the Commission gaff of any investment manager appointment or replacement;
however, ICC gpprova of such appointment or replacement is not required. Although the
foregoing is essentidly just a change in name only for the investment manager, to avoid any

misunderstanding the Company is providing this formd notification to the ICC.

SUMMARY
Isthere any affiliation of interest between Union Electric Company and BNY ?
No.
On what date does the Company desire to make the revised trust agreement and
investment guidelines effective?
As the Company was able to proceed with the change in trustees through appointing BNY
as a successor trustee under the existing “ Second Amended and Restated Tax Qualified
Decommissoning Trust” agreement, expedited trestment is not being requested for gpprova
of the documents presented in thisfiling. The Company, the trustee and the investment

managers will Sgn the revised trust agreements and investment guidelines, as gppropriate,
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and make them effective following receipt of the required approvals from both the ICC and

the MPSC. The trust agreement changes required by the NRC find rule for

Decommissioning Trust Provisonsis required to be effective by December 24, 2003.

Consequently, athough the Company is not seeking expedited treatment, ICC action is

requested within such atime frame so as to be able to meet thislegd deadline.

In summary, what does the Company seek from the |CC?

The Company is requesting that the ICC:

1) Approve the “Third Amended and Restated Tax Qudified Decommissioning Trugt”
agreement between the Company and BNY, in the form of Schedule 3;

2) Approvethe“Third Amended and Restated Non-Tax Qualified Decommissoning Trust”
agreement between the Company and BNY/, in the form of Schedule 6; and

3) Approve the “Investment Guiddines for the Cdlaway Plant Tax Qudified and Non-Tax
Qudified Nuclear Decommissioning Trust Funds, Effective " (to be effective
as of the date the document is signed, following receipt of the ICC and MPSC approva);
in the form of Schedule 9.

Does this conclude your testimony?

Yes, it does.
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